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At your request, following are liquor policy issues the Committee may wish to
study, with brief explanations:

Tied-house law.s_.

The ¯ tied-house law prohibits certainfinancial "ties" between liquor
manufacturers..- or wholesalers, and liquorretailers. In 1987 and again in

1988, the legislaturepassed bills to relaxthe law to allow beer andwine

wholesalers to sellnonliquor food products (e.g. Ea’gle Snacks- 1987,

seltzers - 1988) on 30 days credit. A. bill was also introducedin 1988

which would have allowed manufacturers and wholesalers toentertain

retailers (SB 6612 -died in Senate Economic Development and Labor). The
Liquor Control Board has under consideration proposed rules requiring
iieensees to submit affidavits of compliance with the tied-house law.

a) Types and number of licenses and permits. The Liquor Control Board
currently issues 10 kinds of retail licenses (e.g. Class H) and 16 kinds
of. nonretail Iieenses (e.g. wholesaler). The Board also issu(s permits
to use liquor to such persons as physicians. In the last few years; the
legislature has created several new licenses to deal with specific
situations (e.g. Class S ship chandlers license).

b) Restricting issuance of licenses.      The issuance of licenses to
convenience stores in neighborhood locations has caused some
controversy. HB 1409, which the Committee passed in 1988 (died in
Rules) wouldhave given the Liquor Control Board authority to deny a
license if the area was already adequately served or the business
would be incompatible with the neighborhood.

a) Amount and allocation of taxes.
approximately $82 million in FY 1987.

State liquor taxes generated
Washington’s tax on spirits is
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.b)

the highest in the nation: taxes on beer and wine rank 33rd and

12th, respectively. The .g~neral fund and the cities receive most of

the funds. In the last-several years, the legislature has considered

osals to change the amount and alIocation of the taxes.
various prop . . .... l;~,,or for treatment programs).
(e g HB 1528 - placing surtax ~ ....-t~ "

the taxes on
Equivalency.     ,Equivalency refers to proposals to make
beer, wine, and spirits more equal. For example, redefining "wine" to
include certain drinks with spirits (e.g. spirit coolers) would allow such
drinks to be more competitive.

Is__suanee of Class H licenses.
¯ - to the issuance of Class H licenses (Iiquor by

Certain restr~ctlons apply ....... 1~ The Liquor Control Board has
the drink in restaurants, CmDS ann nut~x~.
adopted a llquor/foodrat~o requirement to implement the statutory

e maintained in a substantial manner as a place
mandate that re.st.aurants. ,,b .....tP" the Board changedthe ratio from
for     . . complete meats. ~xv~tt z, "

umber of Class H licenses may not exceed one
60/40 to 70/30..Th, e~nt~°t~,~n~ns Finally, the legislatu’e has. dlrect_e~d__._th~e
license for eden., x~.~, ~..-.~o only in business dxstncts .and to ~c~ LBoard to ~er~t~rd’S~7~r~’~;~he ~rea is already adequately served anu ~
license ifgenerally issue licenses only in business districts. The later provisions give
the Board some discretion in issuing licenses.

7 the legislature passeda law restricting the sale of fortified wine
In 198, - ...... *:~ An administrative law judge recently upheld
"n the state’s-targetcou~ .... _ ..... f fortified wines by 61 _. ,~^-~,1 n,~ard’s ban on tne sax~ ~

e LIQUOr ~,utt~t~ ~
~ ~- ¢*a**l~’s downtOWn area. Proposals ~o e~pand the ban, both

S~S I~ ~-- ¯ "
::~:r current law andby legislat;on, Rave been daseusseo.

License fees are set by statute.      License fees
comprehensively examined or raised in approximately 10 years.

have not been

Retail sales of beer ~tnd wine below cost_.

The Liquor Control Board has for years prohibited sales below cost to
prevent beer and wine from being used as "loss leaders~ and to otherwise
prevent unfair competition. Until recently, the Board’s rule prohibited sales
of beer and wine at less than ,’acquisition cost plus 10 percent". In
February, 1938, as part of a settlement brought by Costeo, the Board
amended the rule to simply prohibit sales at less than "acquisition cost-"

~. workload/efficiency.

The Efficiency Commission is
examining the Liquor Control Board’s

inventory and fleet control. -A
related efficiency issueis the relationship

of Board employees and declining
state liquor store sales.A 1987-88 budget

proviso provides for the closure of state liquor stores if
the yearly average

of gross bottle sales fails below 80,000.
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Spirit coolers are coolers made with spirits rather than the traditional
wine alcohol base. Sale of spirit coolers raises two issues: sMc of spirits

by private, retailers, and equivalency (see "taxes" above).

11. ~ontinuin~ r~tail ~les of liquor by the state.

Washington is one oi" 18 "control" states. Various levels of r~moving the
stat~ from retail liquor sales have been proposed in the last 10 years.

In 1985, the Liquor Control Board entered the "parallel market" by
importing liquor from other than the manufacturer’s authorized distributor.
Price savings have resulted but quality control and other issues have been
raised.

je3.1ist
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